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CLRAFT OF OFFICH PAPER FOR TASK FORCE I

I. Introduction -~ What Is Owr Problen?

he purpose of this paper 1s to gsct forth the mturq ad magnitude
of tho tasl&: vhich tho Office of Rescarch and Reports, Central Intel.i-
gence Agnﬁcy, mict perform to discharge its new mission as set forth in
NSCID ___. This directive calls upon the Central‘ Intelligence Agency
to coordinate fareign economic intelligence relating to the national
securit& throughout the United States Govermment and to produce such
sronomic intélligcnce as nsy be needad to supplement that vhich other
agenciég muat produéo in the dJ.Schargc of their regular missims, Thié
paper 18 oconcerned primerily with O/RR's producing rather than with' its
cqa‘dinating responsibllities, |

We have boen engaged in taking an inventory of O/RR's ignorance ‘
concerning the oconomy of Soviet Russia, Tho main purpose of this inven-
tory has been to serve as a basis for planning a program of basic research
to which O/RR should address itsclf in the imwediate future. Such &
progran mst epring from a clear conception of why the United States Goveme
ment noods foreign econamic intalligence, what foreign econcmic intelligence
is, vhat role 0/RR should play‘ in the total economic intelligence effort,
and how the peculiar character of the Sovict aéonmw and of cur informaticn
about 1t influonces the motiods we use, This introduction is devoted to

some comrents on these four toplcs, -
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Ao Thy does ithe solution of our naticnel securiiy problons Jepcnd

upon adequate foreign socnomic intelligence?

Foreign economic intelliponce serves at least five purposes in
the design of policies o preserve omr national seeurity. These five
purposes should bo kept continucusly in mind in planning our economlc

regearch progran, They ares

1. To ootimato the mepnitude of possiblo military threats to
ourselves and our allies, A potentdal cnemy can undertake successfully
only those military operations viiich its econony 13 capable of sus-
taining. Th the very chort run, its strength moy de measured in terms
of the manpower it can mobilize a.nd the stocks of finiohed wospons
of war and wilitary s'u'ppliés which 1t has on hand, Increasingly In
modern times, however, .ilitsry potentlal for anything tmt the
briei“eéx'a canpalgng has com: to depem? upon the total econanic resources
available to a nation including those naegossawy to suppard the civillan
economy a3 well as those necessary to produce and opsrate the imtm;-
m of wax, | |

Ve need a clear picture of the magnitude of the present and
‘possible future military threat to guide us as to the over-all magnitude
of the defense effort In vhich wo mst engags in ordey to preserye ow
froodoms in the event of war. |

2, To estimate the character of the possible military threat.

Dacislons which the USSR or ary other potential enery male with regard

—— i e Gae wem v
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to how they will allocate their roscurces Limit vhat thdy can choose

to do. If they cloot to Invest largely in military installations

in tho Far Zast, their potentdal for attack 4in Durope is eorrespondinela’
resiricted, This 12 not a matier of Judping their intentions but
rather of secing that 1ia'tations arm placed on the courses of action
open to them in the future by declsions which they make todsy about

the allocatlon of their total resources, | '

A principal purpose of thus estimating the character of
the military threats with vhich we may poessibly be faced is to guide
us in desiming ovr owmn defensa‘efrorb go that it will protect us A
against real rather than imaginary dangers, | |

3o To assist us in ostimating, within the range of the possible,
what the probable magnitude and charactor of the military threat is,
The cconomic regources of the enemy and their present dstridbution
pernit him to solect any of a range of pessible courses oi‘ act!.oxi,
Tithin this range cortain economic events may furnish indica’c.ioné
as to vhich alternatives the Soviets intond 4o pursue and when,

These indications of intentions msy be very important in
assisting us to adjust our defense preparations to meet the most
protable dangers, |

o To help policy mukers decide what we can do to reduce

possible or probable threats by impairing an enemyts economic} capie-
bllities to carry them out, This includes meagures e can take %o

weaicen him in advanes of hostilities and thwmn doloy or provent his

-t
i L
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docision to cngage in thom; and measures to weakea or destroy the
aconomic basis of his militery power should he choose to commit 4%
in general war,

5. To agssist in csbtisating tle protable development of the
relative strengths of the East and the vest over the next few years
if global hostilies are avolded. A major purpose of thesc comparisons
is to guide United States policy-malers in the grand strategy of cold
war, A prime objoctive of United States foroimm policy 1s to avert
a global afomic conflicts To pursue this policy effectively requires
the el osest possible estinmate of the relatlve strengths of Yoth sides.
There are equally grave dangers in a serious underestimate and a
serious overcstimate of future Soviet economic strength. Either will
produca policies mors 1ikely to bring on war than an accurate estimate,
.'l’no estimates of Soviet strength wderlying various of the prcposalé'
for United States policy now being advanced in this country exhibli
a wide range from great econormic weaknesses to very considerabls
economic strength. A prime poal of suthoritative cconomic intelli-

gonee is to narrow this gap,

An awarencss of these objectives of econmic intelligence should be
reflected in all the studies 0/RR produces,

B, What is economic intellicence?

Nriefly; econonic intellirence 45 intellireren relating to the
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goals. Recent work in O/RR has revealed a number of confusions as to the
nature and limits of ocanomic intelligence which call for clarification,

i, Imothe f:i.x"&’%. olace thope 1o sonodlaen o tendoaey to rogsed
the vhole of econenic intelligence as cncompassed in a more inventary
of availlable resources of labor, raw mt»rj.uls, and :i.nstmmnts of
productd.an. This Zs a nocessaxry part bub only a part of 'oho tatal
econoriic problem, An inventory of resources by ibtself wlthout an
understanding of the goals they ars designed to serve or the wethods
amployed to allocate them in the service of those goals can tell ua
1ittle aboul capabilities, wlnersbilities, or inbentions. The Allied
-powers have a total stecl capacity vhich 15 more than four times as
great as that of the smét, orbite VBut it is highly mialerding to
conclude from this that wo arce four dmes ag strong as they. ?Fai' wo in
the United States to achiecve our minirnm goals, even in a time of
crisis like the present, we muot ali!,ocaﬁ steel to many uses whidh
the Sovicts regard as of low or noglipible priority.

Furthermore, a modern economy is characterized bty & highly |
complex web of intercomwotions between its various parts. The

capacitics of the economy may bo limited lecs Yo the avadlaobhils

_"

ool
resources over-all than by a fallure to keep 213 the complex inter-
relations in balance, Thus tenk production, for instance, nay ba

Linited not onlr YWy the avallabilitr of niosl frovm vhiich to mamf :ctum
(3 3 Y
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the tanks, but alse by the stecd availoble to make the rails and

cars nosossary to carry steol from stool plants to tank plants; or
more remotaly Ly the steel required for 4he machinary neoessary to
'n.m.c the coad to oporate these rallroads, Thus eupnoale Intellizence
st be ag mch concerned with the geels resources are 4o serve, amd
the ways they are related to each other,as with the physical inventory
of the resources thenmselves,

2o Another problem relates to where ecanomic intelligence
leaves off and political, military, and scientifis imtelligence begin.
Sinee the scelal crganisn fo o whele and there weys of dlriding 1%
are somewhal axbitrary analytic Lmvendlons, precise lines hobeeon tho
segnents are lmpossible to draw. In very rough torms, sclentific
intellisence follows the progress abroad of rew oclondific 4dean
through the rescarch and developmont phascs, Whon these technicues
and nothods begin to be employed broadly in preductlion, théy beceme
the prévince of cconomic intolligemce., Military intelligenca iz
- concorned with the charactor and capncitios of the military establishe
ments of foreign countries and with foreipgn targots for owr om m:!liﬁa.zw
efforts, There the character of the military cstablishment dependes
upon rates of production or where the i‘m‘ge‘t of our military :af:{"c;wt is
the economy of the potential enery, the 1ines between military and
econonlc becomo blurred, The output of final nilitary equipment and

Y
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the ohnsfend targeds en which ocur militoyy mash concentiate avo
cloarly a prime concern of military intellipgence, On the other hand,
cconazic analysis l1s réquirad to portray the complex nexus of economle
support on which military production depends and to pursue the econcmic“
chain reactions which aight reeult from tho &,..- wruotion of pm:"'t;iw}ﬁi
producing facilitics,
~ The comon ground of cverlap botween political and ceonoric

intelligence 1s even greater. One of the best ways of studymg the
goals which a collectivized state wishes 148 econcmy to serve is to
examing the institutional machinery it estadlishes to gnide econcmio
prececnos, "-”'"“»"x sertadn of the Instloaiinng s).: royoramet ol though
in a senso political phenon e, Dy have profony]l economdc similicanco,
on the other side of tho coin, economic conditions are of course an
importent determinant of the atiiiudes, loralties; ard couposibinn
of politically important groups, In these border-line arcas, it io
the purpose and cbject of imvestigation rathor than the methods by
vhich it 13 pursued vhich detormine whethor it is properdy to be
tormed economic or political intellizencs,

3o & £imal point of Lmportance which the analyst mist koep
alweys at the front of his mind 4o thet econcmie intelligencoe i |
not the same thing as econo;.x.‘.c information. Zven the most basic
econmric Intelligence should always be produced in relation to tho
neods of some intelligence consumer, The Central Inteliigence Agency in

AP e fia Sed vl Beed
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charged writh producing forelgn ecanomic intelligence relating o' the
national security, and the consumers of its product are those government.
offlcials charged with guarding the national security, A vest amoumb

of information - indeed, slmost a1l informaticn — about foreign
economies may be relevant to matlional security problems, but it is

mot economic intellicence until its relevance to those problems is

mede ¢lear, The Govenmént is not the place te purs;ua imowledge fox
1ts ovn salm. This is the function of the grelat wniversities amd
rosearch institutos, from whose scholarly product the intelligonce
cagmnadly can draw greab benefil, Rescarch in Gc«m:*ﬁment should alvwagys
e in support of action. In the excitament of the ‘chase after inforuis
t‘lon, we mat leep constantly in view the relevance of informaticn to

policy prodems, which alone can transform information into intelligence,

C. That is O/RRi8 role in the foreign ocononic intellirence picture?

¥any United States Government agencies are engaged in the produce
tion and collection of foreign economic intelligence. We cennct determine
our progz;am of research on the basis of the foregoing statoment of the
purposes and nature of economic intelligence alone, We must also consider
how our activitieé can be mode to reinforce rather than to duplicate the
great amount of work which others mist earry on in the discharge of {heir
o missions, Our recent survey of foreign econcmic imtelligence ‘throughout
the United Staotes Covernment suppes ts a mmber of conelusions as %o whab

the focus of our activites should be,
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1. Mretly, our survey revealod that ono of the most urgent
needs of the Government i3 for some contral ppot where all the
econonic intelligence collect;od and produced throughout the Govermment
can be brought togethor and focussed on national security issues,
In rocognitlon of this nced the Hatlonal Jeowrity G‘ctmcil has direated
that the Cemtral Intclligence Ageney shall perform this cocrdinating
function, Although it was not the purpose of Task Force I to consider
hdw this should be done, our plans for intelligence production within
O/RR must tale full account of these coordinating responsibilities which
go along with our substantive effort,

2. A seeond conclugion of our survey hao haen that the »m'ea
most in need of substantial additional econamic intelligence effort
15 tho Soviet Orbit, This 1is partly becamse tho Iron Curtain has
made agcess to Soviet esonomic ﬂntelligeﬁca nore difficult, partly

becauze Soviet econcmic poteontisl is perhaps the most critical koy
to our national security, and partly because for o varisty of reasons
the economic potentiel of other areas crucial for our national
security, such a's' Western Burope, has been much more extensively
studied, The mature economles of Westorn Duropoe have long been an
ob3ec£ of study by both academic and govermnmental ecmqu.tst;. The
Bur yjpean Recovei'y Trogran hag s-%:,jmxldtcd intonsive anclysis of tho |
sharacteristics, needs s and prospects of tin.e Usrshall Plan countries,
Thus tho economic research effort in man-hours directed at the USSR

-
!
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andd ito satellites rhas beon wvastly less then that applied Lo Yestom
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Turope, altxm: h, because of the Iron Curmm tho effoz‘t roquired

to produce. conparable under’tandmg ia wany tines gma.tcr. Fw thésé

reasons wh have cmﬂndad thut 0/RRts mnci.pal effm in :l.nbauigemc

Irocmcticn mist be focussed Ior ﬂw mmﬁ.ato mmm on the ecor!mﬁ.c

xmb)motthwmtmw. | _' N I
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. The economies of t,ho mropcan satemtea, 'ahoae ana‘.l;r-s.s 13 o

seoand task, ‘aro likwisa czucial ta Soviet oconom.’v.c porbential Recam ‘
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- Buviet- strangﬂl and intentions. A final spuxce of Soviet aweng‘al -
n!aioh mﬁb bo anoﬂser object of.‘ o eﬁ'aru, is the maoureoe it omld
| druuponewm’moruamequemo orruturedowlomta, out-
| side the pres nt boundaries ci‘ the Bloco ‘ v >

o he Aﬁnﬂmalmsenfme mmuigmce eﬁ‘orbasrevaaled

wmmwumatum&mﬂstwammmmhhmbempmed

_mmmw mubers. ofnmlmtammg on the Smriotecmw
hm been so {requent a.ud imistant ﬁw.t ana]ystn hnve had- uttle o

no tiua to do the basic reaoarch mocssary to supp:ly thoee ans'e':ers in
‘ a eor:rident and authoritative fom. AlI too frequen’cly, ﬁn prepaﬁng

' moamte, thore ImbomWwﬁommmmoopydmthe
- ﬁgures in the last ostimatd, hast.:uy ntkiuabcdtomﬁect the :'.‘ew
AMM scnpaotwiduwothatmhnmemtothcmﬂya‘m
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aibonticn,  From this wo concluda that 48 cur offewt i to be uvseiul
at all it must be on a sulficient scale and of sufficzdent depth to
provide a mch firmer factual foundation for the estimating process

[}

then intellimemee haes beon ohle to produce In the past,

Do ) Poculisrities of Sovict E‘conoinig mtalliéénco
Thero are o mumber of special charasteristics of the Seviet
economic intelligenge problem which shape in Smportant ways the methods
which can be used to study it, These aro not all characteristies which
makn the problem more dAfficult than that of other areas, We may ‘consider

Ko ] a . A Yy v
Lirst some of the dhin

om0 ® e ek e e abe e B 4 Flen e pen s s g
g8 about the Goviod aoongme whlob s TeLALY oul }_,-‘i’fiﬂ.)lﬁﬂ?.

and then ook at somo of the factors which make it diffdenlt,

1, The fs.c‘ﬁ tliat the Soviet econcy 15 centrally plenned to
achiove the goals of a amall group of men acting collectively ‘
facilitatos amalyels enormously, In the free e¢anawy of tho United
States the tastes and desires of 150,000,000 different unpredigtable
poople all have an influence ou what in fact cecurs. The behavier
of the econony is the resultant of 150,000,000 gots of plans, each
with a difi‘er;ntand somewhat unpredictable quantitative weight,

In the USSR there 1s only one set of plans. Thus it 1s enly by
accldent tl-iat anything can ccour wihich, I[rom the standpeint of the
mestor plan, ia .m.levant or urdmportant, This males the second
40ob of eccnomig intelligence deseribed above, namely the elucidation
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of the geals and objoctives which those in conbrol of xesourcss
wish them to sorve, a great decal easier. 'AJ.most anything that
happens can give us scome olus,

2. A related point; true to some extent of every econcmy
but eapeciarlly true of the Soviet one, 13 that everything depends
on averything elsec, The inter-conncctedness of the econcy and its
subservience to the master plan mean that there are many different
wys in which you can £ind out an oconomic fact, Steel production
can be cstimated dimctiy {rom avidence as to the location and
capacity of steel mille or indireetly from cvidonce of the manpover
emplayed, of the iron ore or coal or alloy motals ob othexr inputs
avallable, from the total output oct‘. all the produsts made with steel,
or from the capacities of transpartation facilities serving the steel
industry. The lack of dircct evidence on many of the things we most
vant to know, as rovealed in the results of the Task Force I papers;
emphasizes the very great importance of giving priority to the mtez-;
rplations of the parts of the economy, Thus tl;e third task of economic
intelligence, to explain all the complex ways in which resources are
in fact allocated to various uses, is peculiarly essential to building
a consistent picture of the Soviét economy,

3. A third fact that sha.pes. our metheds is that technology
and the laws of nature arc no respccﬁers of iron curtains, The
Soviets do mmy things differently fram the way we do them but in

A A o R e
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of machines of inmmereble difforent Xinds, of car miles, Mllewatts
per hour; and the like,
S5« On the cléarly negative side of the ledger is the obvious
fact that informetion currently couing out of the Soviet Hloc is
very 1imited indeed, This doeé not mean, 28 ic sometimes concluded,
that our knowledge is inovitably correspondingly limited. Radical
~ econemic changes do not cccur overnight even in the Soviet Unicu;
and information on earlier pericds was a good deal meve abundant,
Plecing this toge'd.xer wlith vhat we are getting now, exercising some
ingemiity in making inferenges from the knomn about the unimowm
(through the inter-rolaticns of the aconomy) and directing the col-
Jection of cruc_ial missing piéces of information throwgh the channels
available to us, it is péssiblc to put togethor a surprisingly roliable
pisture, that tho scarcity of current informtion moans is not that
wo are ocondemmoed to ignorance about ths Soviei econory tut rather
that to ﬂndputvhatm need to Imow tales a great many more howrs
of painstaking research, of imaginative interpretation, and of fitting
and adjuaﬁ.ng than would be necessary in the study of an open cconory,
The documentation of this conolusion is to be found in tho estimatos
of research tire required which were compiled by the various divisions -
during the course of Task Force I, |
6o A final characteristic of the Sowiet problem is that

because of the costs and difficulties of ocollecting information, mch

more time and thought must be devoted to deternining vhat pisces of

Qii.i"‘ iii.i;,,.,i.‘i i"‘
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additional information would be most revealing if we could securs
them, This point should not be overeemphasized, -As Task Force I
roveals, the Infomation required to give the answers we neod aboub
& good many subjects 1s belleved to be largely available in }‘Iashington,
Tn those cases what is needed is principally much more inbengive
mining of a rather low grade orc, In otler cases, howaver, field
collection appears to be the only way of r£1lling in certain critical
gaps. In studying an open economy one would normally ask for much
more information than one expected to use and then sort out the
useful parts when it came. When the cost of informtion in morcy
and lives is hich, homever, much more careful consideration must be
given to which pieces of information are the vital ones, One of 0/mR's
principal rcmon.»i‘bilitios is to give tnis kind of guidanoe to the
information collectdng agencies,
The oconsidorations sot forth in this inbroductio:; do not determine

the detalls of owr research program of of our moiliod of taclkling it, They ;
do provide a framowork of ideas within vhich the research program mey te
carried farward, The noxt task is to spell out method and content scmewhat
nare precisely, |

II. General Methods — How Shall We Go About Tt?

4, The dilema of the clamorous customer versus the basic study.

The central questien of hcw we should allocate our time has
already been referred to, The problems to whose solution we are asknd to

contributa are very urgent. DLvents will not wait for +he crdar]yg patient,

WS ok W W Gt it
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crhaustive resezxch which alone can glve satiafactory answers to these
problems, If we were to devote ourselves exclusively to massing all
the fasts we need, we would have to tell harrded policy-makers that we
would be gled to adviso them — boginning in about, tw years. Ve neifber
should nor can stay in an ivory tower that longe Even if it wore possible
to devote ourselves cxclusively to exhausiive mﬁ'enc:fclopedic studies for
the next 24 manths, 1t 1s highly liisly that at the end of that period
many of the problems we would be asked to help with would have changed so
that our results would no longer be particularly applicable,

On the other hand, if we succundb completely to the very real
: pressufe upen us Lo answer all current requesta for propt inforrhiion an
" a crash basis, we will never have amy information better tham the slim
fragnents we can now supply, Thus our dilemma is whother to be enoyclopedié
and irvelevant or operational and incompetent, .

Clearly the only tolorsble salution 18 a compromise betwoen
these two extromes, We muot 4ry to answer the most Importont of the
problems put to us from day to day as quickly and as competently-as posaiblo,
But we must reserve a major part of ow energies far improving the foundstion
of knouledge from which better quick answers can be given,

The necessity ro:; this compromise has two further implications,
The firet is that it is possible to purguo this two~fold objective only
if we have & certain mintmwm of rescarch resources sybstantially larger ,
than that which the Government has allocated to these problems in the past,

I

This minimuz we are on the woy to agcepbling,

0T ;
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The other implicatien of cur compromise is that since wo cannot
hepe to have cnough rescwrses Dully to éfxploit all the available informa-
tion about the USSR, we must ba wvery sure that we use our scarce researgh
rosources to £111 in those arcas of our ignorance which most seriously
1inmit owr costimating abllity. Ve must concentrate ocur scarce manpover
on finding out those things the United States Government neods to know
most, The ldentification of these pricrity aress is one of the most

mzzling problems facing intelligonce,

B. low do we dotarmine basic resecarch prioritios?

l. The most seductive answer to this question 1s contained
in vhat we may call the "bottlenock fallecy®, Sinee cconouis

worfare, cold or hot, was first thought of, sconomists have sought
for tho bottleneck, the single critical item, the ley factlity
without which the enamy's mil.ttary economy would collapse. Tho
history of the search for such bot‘d.enecka is a record of i'ai..ure,
confirming the econcuist?s faith that given a 1ittls time rescurces
exe highly substitutable for ono another, This docs nob mean that
oconamic warfare is bound to be ineffective, On the contrary, the
very fact that resources are interchangealle means that to dery an
eneny any rosource 1s to woaken directly or indirectly his . itary
potential, This is particularly true in an econcry wihich, like the
Soviet, bas for years been dirccted toward a single set of go&ls.,' Ay
coonamic activity recognized by the Kremlin as not essential to these

goals would 'avf, been abandoned Long since, Thus vhorever we land a

L BT -
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punch 1t 43 Ukoly to hurt. But it 4s a dolusion to expect that’
any aingle blow or set of blows will cripplo Soviet strength. It
is not tho capacity of a particuler facility or the availlstility _
of a particular comnodity which ultimately limits thoir capabilities
so mich a5 their total rosources and their abilily to orgenire them
éf.t‘ectively,
This doos not mean that everything is as important as

everything else, The selection of the more critical commodities
and industrios is one way of cutting the preblem down fo sizo,
Appendix __ _ suggests some of the criteris vhich may be used to
docide which 1toms are most irportant. But then one has done a1l
the pruning one can, the number of critical scctars of the econony
remains too great to tackle them all exhaustively at once,

2, A gsecond mothed of detm'mim.ng priorities for research is
’c.o sce what bagic roscarch would be most relevaut to tho probloms ‘
to which we are being asked to give current answers new, Tho daugers

in this problem~approach to priovities are obvicus, Tt leads one

always to concentrate ane's rosearch on yusterday's rather than on
tomorrow's problems, Dasic research, ly definition, talkos time,
Tho problems which may be urgent when the basic research we start
today is finished cammot Le clearly forescen and arc almost certaln
to be different from those which are plaguing us now,

Furthemore, any sttempt to 1ist even tho most urgent of the
problons facing us al the moment movenls hc“ many thore are and hor

weh of the total world econcmie pleture is relevant 4o Lhein solution,

Lo whovim
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43 part of our study of foreign oconpmic intelligence for the

National Security Council, the Central Intelligence Agency abtempted

to outline the requirementa for such intelligence in terms of current
problems, A vory incomplete mample ylelded a list of 12 top priority
problems, sme of thom as broad as the total military potential of
the USSR, ("Foreign Economic Intelligence Requirements Relating

to the lational Security", Appendix B to lemovendum far the Intelligence
Advisory Committoe datod )

Again, wo camnot wholly discard this criteriom, Ve must
1y to foresee tamorrow?s problems and puide our rescarch accordingly,

Cme;'e arc gomo aspects of the Soviet economy e can tale the risk of
neglecting, Dut wo must do a twoad enough Job to hedge oursolves
sorovhat against the errors in our om forecasting.

3. A third possibility is to take some aspect of the study
of each comuodity and concentrate on that aspect elone for all
commod.ties across the board, Thus ono could tale same cectimn
of the Cutline for a BDasic Commodity Study used in the preparation
of Task Force I and 111 in that section for every item first,
loaving other sections until lator, One could devote the entire
energies of O/RR to the study of requirements, for example, or %o
tochniques and methods of production, or to the argenization and
plans for ecach industry, or to levels of output, cr to some other
aspect,

T W We A e wod
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This ia almost certain to be an unsatisfactory prineciple
of selection by itsclf since the answors to most of tho questions
policy-malkers sre going to want to ask imvolva putting together
all of the parts of a basic study to et at the conclusion. Thus
an cstimate of capabilitios requires an ostimate of the balanco
- botwoen supplies and roquiremonts to achiove vhatever may be the
goals ard plans of the Soviet rulers, An ostimate of vulnerabilities
involvos a Imowledgo of tho availability of materials at present
production rates ard also an catimate of how goals and plans would
be alfected if that avallability werc to be cut by our action %o a
point far below requirements, If the design of a basic study is
properly drawn, information about all the parts of thal study ic
required to arrive at conclusions and no single part can be leﬁ
out .entirely if satisfactary conclusions are to be reached,

L., The investigatim of cach of these methods of determining

prioritles on our rosearch tizec leads us back to the wnncceptable
conclusion with shich vwo started, namely thab the cneyelopedic and

axhaustive analysis of nost of tho parts of the vholo cconomy is the
only ryay we can arrive at sound and authordtative ensvers to tho
questions we are bolng asked, DBut we have alrcady determinsd that
w do not have the t.'.ine or the resources to carry through this
mmber of systematie basic studies from beginning teo end, How can

o resolve this puzzling dilomnn?

apiiiii—
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Tho enswer is suggested by looking at the prosent stote of
owr knovlodgae Mmhawmtprévndistha‘hwe need to lmow
samthing about most aspects of most soctors of the Sovist econcuy
%o raln o sonsitlo ootimate of capabilitios, vulneratdlities, o
intontions, Dut we have not proved that we msh iaaw everytliing
about overy aspect, What we alrcady Imow permits us to set certain
cutor 1imits to the area of tho possible, We know the Soviet Unimn
i3 at least capable otoertainminimmacuox_mandmcannetcerbuin
ceﬁingsmmttheymggwcmle ofe Ouwr prohlem is to bring
the *at least” and the "ab most" dloser and closer togather. This
calls for a vesearch progra gaided by what we msy call the method
of successive spproximations,

0. The lMothod of Suocessive Approximmtions

l. Tho first gtep in tho Uothod of Successive Approximations
1s to lay out in genoral terms te specifications of What you would
ke to lnow, What is tho 1ist of 211 the significant industries,
comodities, and services which should be studied and vhat are the
principal probloms about them wo would 1iko to solve? This was
the first assignment in Tusk Foroe I, and resulted in the outlines
- produced by the varicus bronches as a guide to the inverntory of our
ignorance. ,

2. The seeand step is to see how much of tho qut.lim you can

£111 in, ad with vhat demyec of preelsion, This will reveal thet
e —

s M o P B cd
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our information about same aspects of cach of our problems is’ botter
than our information gbout other aspocts, It may not be very goodo
The best information we have may have a very wide margin of error,
but other parta of our outline will be still weakor, Task Forco I
was designed to bring us through this second stage. — o tell
ug vhat e lnow and vhat we don®t know about cach of owr majer
probloms with respect to tho USSR. It hao revealed what it was
intended to show, namely that our ignorance of cortain important
mtberqiamchmtarﬂmnaurigmeot othorg,

| 3, The third stage of owr athed of Succassive Approximations
is to concentrate aur wmost eameét. efforts for a brief period on the
@ortan‘b parts of owr problem which wo lmow least about, This does
not moan that we soek authcritative or £inal snswers in these areas
of ignorsnce, but mercly that we focus on them until our Inovledge
is brought up to a level equal to or somswhat botter than our know-
ledge of the other parts of the pictwre,

4o Then we have been warking tims on weak spete for a pci'ibd
of two or thres or four months we stand off and take another look
at ¥here we now arc in relaticn to the total outline, The wmeck
spots nay still be weaksr than arvtlxlné olse, or wo miy ha.ve_go%.
far enough with them so that, although we still do not know mich
about tham, thoy are in better shape than vhat formerly was our best

evidonce, I our sccond over-2ll lock reveals this teo be the case,

T Semt Ca e Dad G
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wo tackle whatever other seclois of our problem are now the
weakest, not again with the notion that we are ‘going to £ind out
everything adbout them, tut only that we are going to work on them
untd]l our ignorance of soﬁe other matter requires more préssi.ng
attention, In this business knowing a little about a great many
things 1s 1ikely to be more helpful than knowing overything there
is to Imow about a very few and nothing about amy others, -Bach

. substantial drive to cover an area of ignorance mist be infensivn
enough and substantial enough to permit us to male real progress
towards solutions an;i not merely to hold ocur owm. On the other
hand, 1t mot not be pursucd with such perfectionist zeal that wo
neglect other areas in vhich owr ignoranco may be only slightly

loss serious,

Se In sumary, the Method of Successive Approximations

involves a repeated cycls of review and examination, planning,

and several months! production followed by another review in the

1ight Loth of progress and of changes in the character of tho

problems to bo solved.: We have Just completed, in Task Force I,

& revicw period ard are now engaged in the mrocess of planning,

branch by branch, i’ﬁxere owe eporgies showld be focussed next, Sumaries

of these plans follow later in this roport,

D,  Problems in applying the rethod

Certain comon protlems and difficulties arise in attempting

to apply the lfethed of Successive Approrimations which are worth a

brief comrent,

oy e wa WNs W G
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1. A particularly bothersome one 18 that the things we lmow
least about and thus the things it is most important to study are
 1ikely to be the things we have loast mi‘omatimon. mgenergl
wo Imow more about ratos of pmchzcﬁon of important commoditics
and products in the Soviet Union that we do about patterns of
adstribution of those products, This is partly because much mors
evidence is available on rates of production. The wnpbatimi '

18 to study what mterial we have and draw such generalizaticns
from it as it seems to contain,
In terms of getting answers to owr vital problems, however,
wo cannct permit the available evidence to dictate the nature of
our inquiry too cooplotely. Several weeks spent searching for every
possille way to button domn an illusive fact by ingenious reasondng
from other related facts, by working out limits on what its magnitude
could possibly be from vhat we know cbout other parts of the economy
or by lgying on collection requirements may be worth many times the
same amount of time devoted to extracting, setting dom, and pre;enting
all the facts thet may happen to be in a given body of decumsntse |
Both methods must be employed., Until we have systematically
exanined the avallable mtérial we do not know what can be goiwn out
‘of 1%, Dut the material availabls was not designed to answer our
questions, and mst be made to ba the .aervant of our investigation
- and not its master,

annnbnteiiii—
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2, An irritating feature of the Hathod of Suscessive
Approximations is that it may well involve us in going over the
same material several times in search of the ansvers to a serics
of different questions, This is unfortunato; and can be avolded
to some extent by investing some time in indexing and sbstracting
either by 0/ analystc themselves or by an expanded staff in 0/CD.
Ii‘; hovever, wo examine exhaustively for every implication it contains
all the material available to us the £irst time we study it, we will not
camplete our investigation for many many months, It is an unfortunate
fact of life that rescarch ly the Method of Successive Approximations
involves some waste am'l soms repetition; but it is betler than being
able to produce no ansvers until 1954,

3. The natural instinct of the researchexr who has plenty of
timo is to follow the logical process of trying to Wuild uwp a picture
of a vhole sectar of the econcmy by first getting an ides of each of
14s smaller component parts, Tus the loglcal way to cstimate the
value of resources used in chemical production is to find out what
resources are used in the production of each of the many difforent
idnds of chemicals, Again this logically involves breoaking cach
particular chemical into the quantities produced in each specific
plant. This suggests that the first step in answering the over-all
question is to try to identify all the physical producing facilitles

P hl en GxY e W
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and their capacities and rates of cporation, In many cases; however,
a first approximation to the aggregate figure can be achieved by
shorteuts which avoid the necessity of knowing what in detail it is
made up of,
| Thus one can étart, for example, with total resources
engaged in chemical. production in the United States, ox in the
war economy of Nazl Germany, as a proportion of total resources.
(ne can then consider known respests in vhich the proportion in
the USSR mst deviate fyom these examples, Socap is rare in the
USSR, and every housshold docs not have its DIT spray., Such estimates
ofth’ewlmie before you know the parts usually have wide mwgins of
error, bub when current problems are pressihg thay are frequontly
better than nothing at all, | S

Lo ‘FinaJJy, for thds method to be effective, it showld
idsally be applied not simply to 0/Mits schedule of research produce
tion tut to that of the Governuent as a whols, Our delineation of

areas of ignarance should bs.on a Government-wide basis, and our
production to remedy these weaknesses should be planned in collaborag~
tion with other agencies so that we do not all concentrate on the

same gaps at once, As the coordinating pa.rt; of our activiiies progresses,
it should be closely integrated with our production so that the Governe

ment a8 a vhole may approach more rapidly an adsquate wxaerstanding of
the Soviet economy,

o St sl DR W Sud
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TII. 0/RR%s Productim Program

A, Tays of deacridbing our imorance. ‘
Task Foroe I vas designed to reveal our major areas of ignorance

as & basis for planning our future research produstion progra. In trying
to genoralize on vhal we have learncd from this »atudy, w0 face the mroblem
that Just as there are many wayn of classifying knovledge, so there are
many ways in which we can classify areas of ignorance. i?o c.an'flo this in
terms of comodities, industrics, or services aboub which our gemeral
economic knowledge 1s particulaerly weaks or we can comi;ler those aspects
of our knowledge which are wealer for all commodities than other aspects,
as for example production, distribution, requirements, stocks, techniqwag
etoo; or wo can consider which of the basic purposes of cconmic intelli-
gence we are least well equipped to serve, such as the study of capabilities,
vulnerabilities, or intentdonsy or v can look at our weakness in terms of
the timee fundamental aspects of the economic pi'oblam described at the
begin.dng of this paper, namely the estimating of the productive resources
of the economy and their capacities, the understanding of the goals and
ob;}ectii'és vhich those in control of the resources wish them to serve, and
the ways in which the resources ave in fact allocated in the service of
these goals,

An attenplt 1s made in this section to sugpest what seem +o be
some of the most serious weaknesses in our present knowledge as revealed

aal b D Wy Gue w3
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by Task Foree I, Each o.f thege wealnosses ls drawn from a different wey
of looking at our mroblem. Thus thoy are not commensurable with cach
other, in many cases they overlap, and hence they do not add up to awy
single pricrity principle for determining what we shovld do next, It is
inheront, in our problem that we require studies based upon a wide variety
of different ways of slicing that problem into 1ts pleces. Indsed we
mst be gonstantly alert for stdll othor ways of sﬁbdividizxg the issues
to be tackled which may thraw more 1ight on cortain of our questins than
any of the ways wo have thought of so far, '

It should alsc be kept in mind in wﬁat follows that the generalie
zations made in this secticn apply in different degrees to different branches
. of O/RR; There are certain weaknesses that gppear to be gensrally pravelant
in much of our work but their relative importance varies widely from bi-anch :
to branch,

Finally, in planning our work in such a way a5 to limit the areas
of ignorance described below we must make full allowance for the ressarch
and production plans of other agencies, Since what follows has not Eean
' discussed outside CIA, our plans will presumably bLe modified scmewhat es
a result of discussions in the Econonic Intelligence Committes as to the
plans for intelligence productiocn throughout the Govermment.

B, The need for moxe atteniion Lo goals, plans, end organization,

In most sectors of the econowmy we gppear Lo lmow a good deal more:
about the resources and facilities of the Soviet Union than we do about what
they are trying to do with those resources and facilities, Broadly speaking
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we believe they sxe trying to devote them to the increase of their
militery strength, bubt we camnot go far beyond £his naster genera&ization‘
into vhat products and uses they regexd as most impordant, vhat they vdll
rive priordty to in the evemt of & short-fall, and vwhy, and what goals
‘and objectives will shape the future development of their economic program.
' Ve have of course a; separate branch whose function it is to

stud;y economic organizations and prdgrams as suchy but yhe effort needed
in this field is much broader than 2 single branch cen make and much more
intimetely tied in with the problems of each of the other branches than
might &t first appears ‘

Superficially tho problem of how we go sbout the vstudy of goals
and plans s a difficult one, The USCR has published five-year plans in
the past, but there is considersble doubt as to whether they will continue
to do this in the future. In any case these plans have contained only the
broadest sort of production tergets, with no enalysis of the reasons for |
then or of their rclative priority. In this case, as in many others, howevery
we cen lcarm much more by indirection and inference than at first appears,

In the i‘irs*b‘ place; the plans themselves have many implicaticas
vhich need further study, Goals for a series of inter-connected cormodities
such as coal, stecly railrosd eaiipuent, ete, can Le é‘budied to see how the
pieces £it together and what they imply as to the desired pattern of use of
rosources,

In the esccond place, we é:m learn a great - dedl sboub the plansg
.l roals of the Soviets frcm the ziructure of the organization set up to

-
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achieve them, The ministries they establish, the brealdewa of functions
within those ministries, the distribution of authority between Moscow
and regional headquarters, the kinds of pecple thsy appoint to handle the
‘various ;jobsl thus definedy; can all give us much Momation about what
they are txying to do, |

Finally, as already pointed cubty we ave helped in this {mvestiga=
_ tlon by the fact that everything thet happens in the USSR is intendsd %o
contribute to the central dasign, The study of all kinds of events can
thus give us hints which can be pieced together into a picture of ﬂhat the
authorities are trying to do with their resources. Diversions of material
from one use to another, priorities on transporté.tions marked trends in the
production of particular commodities, exhortatioms to workers in particular
arcas, and literally thousends of other things of which news reaches us can
assiet us in putting together the pattern of their economic plans.

This will not emexge sutomatically, however, from a passive
exxamination of the material., Ve must seck the answers gystematically
by initicting special projecis on Soviet arganization, on Soviet plans,
" and on Soviet goals as revealed in cvents, This is one field in which many
of our branches nced to cacantrate a larger part of their efforts for the

time being thaa they have done in the past,

C, The need for more systematic study of Sovielt military intentions

as revealed _ig econctaie evenbs,

A related bub different wezkness is the lack of adequate abtention

in the past to econcmic indicators of the military intentions of the USSR,
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We have been tallking sbove of the general economic goals of the Politburo
and the eluecidation of what they are trying to do with their total resources.
We cen lock at the same ptrobleﬁ from the other end, examine all of the
raltemative courses of rdlitary action open to them, and then try to see
- what observeble econamic events would toke place differently todgy if they
'were planning one course of action rather than anothor’ in the future, Tha
evidence to be examined in answering this question mi, in most cases; be
the same evidence we have been examining to estimate capebilities, What
e need is to esteblish some machinery for perioddcally focussing our minds
on the evidence looked at from this point of view., A continuing office
project designed to do this is described later,

D, The need for more studies focussing on the rclations between
industries,

Partly beoause 0/ is organized largely by industries, comuodities
and services; there is a tendcncy for us to concentrate too heavily on
techniques, facilitics, and rates of output in these separate sectors of the
econony and to pay too little attention to the way in which they are related |
to cach othor, This shows up in the Task Fores I papers in the great relative

weakness of those parts of the papers which call for information on the demands |
of one industry for the products of other industries or sectors (imput require-
ments) and those sections devoted to the pattern of distribution of an industryts
ocutput among other industries or final consumers,

This is a particularly serious weakness because it is not miqus
to O/RR but is common throughout the intelligence community. Other agencles

Pyt 30 v =y~ '
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likewise are focussing their attention on individual facilities and thelr
productive capacity. As mxggested earlier, however, the capebilities and
especially the vulnersbilities of the Soviet ecomomy probably depend much
more on the efficiency of the connections bet:zeen‘ i‘f,s parts than on the
resources availeble in any one sector, }

Like 8lJ of the Judgments of this section, this is an estimate
of relative and not of absoluté weakness, Some notion of how much of a
cormodity 1is produced is clearly a prerequisite to an estimate of where .

~ that production goes, though in actual analysis it is frequently possidle

to reverse the logle and estimate rates of production from what we Imow

mist be the distribution. Thus it may be very useful tb try to estimate

the consumption of clectric power in the chemicals industry before we have
fim evidence on either the total production of electwic power, plant by
plant, or the total production of each of the many special kinds of chemicals
that require electric power in their manufacture, '

There are many ways o.f‘getting at an estimate of this kind in-
directly. Onec can take pai'a:!.lel experience in a nw:ﬁnei' of other countries
noting the correlation oi‘ this figure with other quantities that can be
observed in the USSR, Ome way have information about the general geographic

location of production and the character of the power grid serving these

areas, Margins of error in this kind of calculation are usually very high
bub it msy be possible to set limits cn orders of magnitude which bring our
ipmorance sboub these factors below the level of our ignorance on other

rnatters,

L T I
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Thers are various ways in which our efforts on intev—indushry
relations can be intensified, In the first place, in basic studies on
particular industries, commodities, and services, more attention can be
paid to estimating input requirements and the distribution of output, This,
however, iz not likely to be enough. The ovidence on these inter-industry
pro’sléms, from their very nature, can best be assesbled by examining both
ends of the inter-industry pipé. This means that the aluminum consumpii.on
of the aircraft industry is a problem for both the Aircraft Branch and the
Non-Farrous Metals Branch, To insure that a spotlight is turned on some of
the more important of these inter-industry problems, it is proposed that a
mimber of joint projects, each imolving two or more branches, be set up
to make estimates of this kind,

" As the number of sectors of the economy involved in such an inter-
industry study expands, such a study becomes th'evappropriate province of
the Dconomic Capabilities Branch, A start needs to be made, however, on a
serice of studies each involving only two or three branches involving the
pooling cf faheir Joint knowledgé. A short list of such studies as appear to

be of the most importance isv given below,

T, Zhe necd for further study of the economic requirements of military
operations. '
Task Force I reveals that we are almost totally ignorant as to
the burden placed upon the economy by specific military operations of various
kinds., In a sense, this is a special instance of the gemeral point just
dizecussed, “lilitary operations can be conceived pf e3 a consuming sector of

the economy, The relations between military consumption and the industries
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and services which supnly it can be regarded as ons of the most imporiant
~cases of inter-industry relations. Here what we nsed to know goes beyord
the actual distribution of products and services to military use at the
present time and encompasses a study of what that distribution would be under
various alternative assuptions as o the nature of possible future military
operations, This clearly is a kind of study in which the military iatelli.
vence services must play a major role.
We should look to A-2, C~2;, and ONI for estimates of the volums

of militery end items required for and consumed in ,robable operaticns of
various kinds, The burden which those rates af.‘ consumption of mon, mmitions,
wea.ébns, and supplies place upon the vproduci:'m facilities tummg out the
final nilitary product is a problem hiich the military intelligence scrvices
anu ourselves will have to work sut jointly. |

h As e move farther up the chain of production, ‘mlaf:ionn froem
tanks to parts to steel; from planes o instruments to vacm tubes, frea
bombs to THT to ammonia, vm move inlo areas where the iesponsibility reste
squarely wpoh us, Thus in the £i814 of inter-Induptsy mia‘bions gonerallys

un especial importance attaches to the relations bebween industries wiich
diréctly or indirectly serve a final military effort. Our role in ths
analysis of wespons and amaund i on éhou‘id focus especially heavily on what
i‘" takes te make these things and thus on the implication for the rest of
RS cconomy of whatever levels of =1litary output the defense agenecies tell

v ore called for for varlous types of nmilitary operations,

— S Gset G e 2
‘

Approved For Release 2002/02/25 : CIA-RDP75-00662R000300010031-7




Approved For@lease 2002/02/25 : CIA-RDP75-0066®00300010031-7

F. The need for more a'ptention to particular industries, comodd.tion,
and services,

This is discussed in detail in the reports of the separate
divisions. Broadly speaking, as might be supposed, our principal gaps
ere in those areas where we have hed no analysts avallable to work o
the problem, Several are ur{;ent and outstanding For example we have no
satisfectory analyses of the general field of comtructmn of all k%~ﬁu in
the USSR, This is important for many reasons. It chugrbs a very large
volume of rescurces, 1t places a heavy burden on the transportation system,
it 15 an important requirement for military instellations of &ll kinds as
vell as a prerequisite »i-‘or industrial expansion, _

Another outstanding weakness is in the commnications field. The
technical side of this problem is well covered by 0/SI bub the relations .
between conmunications and all other industrics are almost untouched. 'I}zis
includes an analysis of the requircments lajd upon the communications network
of the Soviet Orbit by the needs of the Orbit's econcuic system az woll as
of the volume amd character of Soviet resaumés required o sustzs;in axd

expand that network,

Another broad field of serious relative wea.’a.mss is the anlysl
of the industries producmg military equipment, including ships, aivuvafd,
tanks, ordnance, ond cmmunition, 4s already suggested, aspecis of thssze
industries arc covered by the militéry intellipence services, Bub the burdens

they place on the rest of the econcry ond cn the cbher sidey the limitations
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vhich the xest of the econamy imposee on capabilities in these fields,
. their vulnerabilities to the interruption of the spplies they mesd and
the indications of intentions we can derive from their peculiar requirements
are all matters on which we must put great emphasis,
G, The need for more information on technical aspects of Sovied

industay.
Many of our estimates of Soviel cspabilities and vulnersbilities

arc based upon the assumption that they are using methods similor Lo ours,
In computing input requirements for a given output, we must frequently fall
back on American experience, Yet we kncw"ohis is in many instences prossly
rid sleading, '

The Amerdioan coal miner produces on the average aboud four times
as much coal per day as his Buropean cownte.part. In other respects, Soviet
techniques nay well be aghead of ourg, Unless we can get limits to the
posgible range of technical methods they msy be using, our estimates will
br gubject to wide margins of error. | | \

This informotion is not eosy to get. i/e kaéw or can leaxr a good
dnal dboud pre-war methods, both Ifram the literatuwre ond from people ;r}m
participated in the design of thelr industrial ecomcay. We can, of couvse,
find out what went to the USSR under Iend Iease. . For more z’*ecenﬁ infommation
g rust depend on the visual observations of defegtows, prisoners-of-war,
efchs.si.c*m.w&arelers, and the ldke; on items in tho Scviet press, radio, and
tachnical publicationsy on infercnces from whebl we can leern gboulb :E.sz:iputs‘ Lom

ziven cutputs, etc, We must have more studies on Scvies indusizicl tecimiques,
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